Abstract. In October 1996 the Archer Daniels Midland Company (ADM) pleaded guilty to criminal price fixing with respect to sales of lysine and agreed to pay a $70 million fine. Earlier, in August 1996 two Japanese producers and a Korean producer of lysine had agreed to plead guilty to criminal price fixing charges. And earlier still, in July 1996 ADM and the two Japanese companies settled the civil suits filed by some harmed buyers by agreeing to pay a sum of $45 million.
I. Introduction
Conspiratorial price fixing is a serious federal offense in the U.S. legal system. It is a felony, with convictions leading to jail terms and fines for individuals and fines for their companies. In addition, price-fixers are subject to federal civil suits by harmed parties who, if they succeed in demonstrating direct-impact harm from the price fixing, can require the price-fixers to pay them triple the amount of their damages.
In October 1996 the Archer Daniels Midland Company (ADM) pleaded guilty to criminal price fixing with respect to sales of lysine and agreed to pay a $70 million fine. Earlier, in August 1996 two Japanese producers and a Korean producer of lysine had agreed to plead guilty to criminal price fixing charges. And earlier
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It is this last event that will serve as the focus for this paper. The private trebledamages litigation process is an important part of the antitrust enforcement process, and rightly so. But sensible enforcement calls for sensible estimates of damages. That message will be at the heart of this paper.
II. Background
Lysine is an essential amino acid that is an important component of animal feed.
1
As of the late 1980s there were three major producers of lysine in the world: Ajinomoto of Japan (with about 60% of world sales), Kyowa Hakko of Japan (with about 20% of world sales), and Sewon of South Korea (with about 15% of world sales). The first two firms also operated relatively small production facilities in the U.S. In 1989 the U.S. imported 60% of the 40,000 tons of its animal-feed lysine use. A major input into lysine is dextrose, of which ADM's wet-corn milling operations were a major source. Lysine prices were about $1.65 per pound.
In 1989 ADM decided to build a large lysine production facility in Decatur, IL, ADM's headquarters city, that would eventually double the world's production capacity for lysine. ADM's lysine production began in 1991 and expanded rapidly. As is seen in Table I , by January 1991 lysine prices were below $1.20 per pound and falling; by December 1991 they were below $1.00, and they hit a low of $0.64 in July 1992. ADM's production costs were apparently in the vicinity of $0.70 per pound.
2 The other producers' costs, with older and smaller plants and higher transportation costs, were higher.
In April 1992 ADM officials (Mark Whitacre and Terrence Wilson) met in Japan with officials of the two Japanese companies and suggested the formation of an "amino acids trade association"; the association had its first meeting in June. Subsequent meetings of the companies (which were joined by Sewon and later by a second Korean company, Cheil Jedang) became the forum for discussions of prices, production levels, and sales share allocations.
In November 1992 Whitacre became an inside source of information for the FBI, subsequently supplying audio tapes of conversations with lysine managers and of several meetings with meetings of the lysine producers. With Whitacre's covert assistance the FBI was able to make video tapes of some of the meetings. In early June 1995 the Department of Justice (DOJ) convened a grand jury in Chicago to consider the mounting evidence of a price-fixing conspiracy. And on June 27 the FBI made a highly publicized raid on ADM's offices to gather documents, thus revealing the DOJ's concern about the price-fixing of lysine. The next day Whitacre revealed his role as the inside source for the DOJ.
